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Independent Auditor's Report 

 
 

February 28, 2008 
 
 

To the Board of Trustees  
Pinckney Community Public Library 
Livingston County, Michigan 
 
We have audited the accompanying  financial statements of the governmental 
activities, and the major fund of Pinckney Community Public Library as of and for the year 
ended December 31, 2007  which collectively comprise the Library’s basic financial 
statements as listed in the table of contents.  These financial statements are the 
responsibility of Pinckney Community Public Library’s management.  Our responsibility is to 
express opinions on these financial statements based on our audit. 
 
We conducted our audit in accordance with auditing standards generally accepted in 
the United States of America.  Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the financial statements are free of 
material misstatement.  An audit includes examining, on a test basis, evidence supporting 
the amounts and disclosures in the financial statements.  An audit also includes assessing 
the accounting principles used and significant estimates made by management, as well 
as evaluating the overall financial statement presentation.  We believe that our audit 
provides a reasonable basis for our opinion. 
 
In our opinion, the financial statements referred to above present fairly, in all material 
respects, the respective financial position of the governmental activities and each major 
fund of Pinckney Community Public Library as of December 31, 2007, and the changes in 
its financial position for the year then ended in conformity with accounting principles 
generally accepted in the United States of America. 
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Board of Trustees 
Pinckney Community Public Library 
February 28, 2008 

 
 

The management’s discussion and analysis is not a required part of the basic financial 
statements but is supplementary information required by the Governmental Accounting 
Standards Board.  We have applied certain limited procedures, which consisted 
principally of inquiries of management regarding the methods of measurement and 
presentation of the required supplementary information.  However, we did not audit the 
information and express no opinion on it. 
 
Our audit was conducted for the purpose of forming opinions on the financial statements 
that collectively comprise Pinckney Community Public Library's basic financial 
statements.  The accompanying required supplementary information, as identified in the 
table of contents, is presented for purposes of additional analysis and is not a required 
part of the basic financial statements.  The required supplementary information has been 
subjected to the auditing procedures applied in the audit of the basic financial 
statements and, in our opinion, is fairly stated in all material respects in relation to the 
basic financial statements taken as a whole. 
 

 Respectfully, 
 
 
 
 Post, Smythe, Lutz and Ziel of Plymouth LLP 
 Certified Public Accountants 
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Management’s Discussion and Analysis 
 

As management of Pinckney Community Public Library, we offer readers 
of Pinckney Community Public Library’s financial statements this narrative 
overview and analysis of the financial activities of Pinckney Community 
Public Library for the year ended December 31, 2007.   
 
Financial Highlights 

• The assets of Pinckney Community Public Library exceeded its 
liabilities at the close of the most recent fiscal year by $1,065,769 
(net assets).  Of this amount, $752,793, (unrestricted net assets) may 
be used to meet the government’s ongoing obligations to citizens 
and creditors. 

• As of the close of the current fiscal year, Pinckney Community 
Public Library’s governmental fund reported ending fund balance 
of $752,793, a decrease of $41,014 in comparison with the prior 
year.  Of this total amount, $745,081 is available for spending at the 
Library’s discretion (unreserved fund balance). 

• The Board annually designates 75% of the prior year revenues in 
excess of expenditures to fund future building acquisitions. 

  
Overview of the Financial Statements 
This discussion and analysis are intended to serve as an introduction to 
Pinckney Community Public Library’s basic financial statements.  Pinckney 
Community Public Library’s basic financial statements comprise three 
components: 1) government-wide financial statements, 2) fund financial 
statements, and 3) notes to the financial statements.  This report also 
contains other supplementary information in addition to the basic 
financial statements themselves. 
 
Government-wide financial statements.  The government-wide financial 
statements are designed to provide readers with a broad overview of 
Pinckney Community Public Library’s finances, in a manner similar to a 
private-sector business. 
 
The statement of net assets presents information on all of Pinckney 
Community Public Library’s assets and liabilities, with the difference 
between the two reported as net assets.  Over time, increases or 
decreases in net assets may serve as a useful indicator of whether the 
financial position of Pinckney Community Public Library is improving or 
deteriorating. 
 
The statement of activities presents information showing how the 
government’s net assets changed during the most recent fiscal year.  All 
changes in net assets are reported as soon as the underlying event giving 
rise to the change occurs, regardless of the timing of related cash flows.  
Thus, revenues and expenses are reported in this statement for some items 
that will only result in cash flows in future fiscal periods (e.g., uncollected 
taxes and earned but unused vacation leave). 
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Both of the government-wide financial statements distinguish functions of 
Pinckney Community Public Library that are principally supported by taxes 
and intergovernmental revenues (governmental activities) from other 
functions that are intended to recover all or a significant portion of their 
costs through user fees and charges (business-type activities). The 
governmental activities of Pinckney Community Public Library are limited 
to operating the Library.    The Community Public Library has no business-
type activities.  
 
The government-wide financial statements can be found on pages 8 and 
9 of this report. 
 
Fund financial statements.  A fund is a grouping of related accounts that is 
used to maintain control over resources that have been segregated for 
specific activities or objectives.  Pinckney Community Public Library, like 
other state and local governments, used fund accounting to ensure and 
demonstrate compliance with finance-related legal requirements.  All of 
the funds of Pinckney Community Public Library are categorized as 
governmental funds. 
 
Governmental funds.  Governmental funds are used to account for 
essentially the same functions reported as governmental activities in the 
government-wide financial statements.  However, unlike the government-
wide financial statements, governmental fund financial statements focus 
on near-term inflows and outflows of spendable resources, as well as on 
balances of spendable resources available at the end of the fiscal year.  
Such information may be useful in evaluating a government’s near-term 
financing requirements. 
 
Because the focus of governmental funds is narrower than that of the 
government-wide financial statements, it is useful to compare the 
information presented for governmental funds with similar information 
presented for governmental activities in the government-wide financial 
statements.  By doing so, readers may better understand the long-term 
impact of the government’s near-term financing decisions.  Both the 
governmental fund balance sheet and the governmental fund statement 
of revenues, expenditures, and changes in fund balances provide a 
reconciliation to facilitate this comparison between governmental funds 
and governmental activities. 
 
Pinckney Community Public Library maintains only one individual 
governmental fund.  Information is presented separately in the 
governmental fund balance sheet and in the governmental fund 
statement of revenues, expenditures, and changes in fund balances for 
the General Fund which is considered to be a major fund. 
 
Pinckney Community Public Library adopts an annual appropriated 
budget for its general fund, and a budgetary comparison statement has 
been provided to demonstrate compliance with this budget. 
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Notes to the financial statements.  The notes provide additional 
information that is essential to a full understanding of the data provided in 
the government-wide and fund financial statements.  The notes to the 
financial statements can be found on pages 13-20 of this report. 
 
Government-wide Financial Analysis 
As noted earlier, net assets may serve over time as a useful indicator of a 
government’s financial position.  In the case of Pinckney Community 
Public Library, assets exceeded liabilities by $1,065,769 at the close of the 
most recent fiscal year. 

2007

Current and Other Assets 764,169$      817,615$      

Capital Assets 312,976        322,288        

   Total Assets 1,077,145      1,139,903      

Current liabilities 11,376          23,808          

Net Assets:

Invested in Capital Assets

net of  related debt 312,976        322,288        

Restricted -                  5,445            

Unrestricted 752,793        788,362        

   Total Net Assets 1,065,769$    1,116,095$    

2006

 
 
A significant portion of Pinckney Community Public Library’s net assets (29 
percent) reflects its investment in capital assets (e.g., land, buildings, and 
equipment), less any related debt used to acquire those assets that is still 
outstanding.  Pinckney Community Public Library used these capital assets 
to provide services to citizens; consequently, these assets are not 
available for future spending.  Although Pinckney Community Public 
Library’s investment in its capital assets is reported net of related debt, it 
should be noted that the resources needed to repay this debt must be 
provided from other sources, since the capital assets themselves cannot 
be used to liquidate these liabilities. 
 
The remaining, and largest portion of unrestricted net assets ($752,793) 
may be used to meet the government’s ongoing obligations to citizens 
and creditors. 
 
At the end of the current fiscal year, Pinckney Community Public Library is 
able to report positive balances in both categories of net assets.  The 
same situation held true for the prior fiscal year. 
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The government’s net assets decreased by $50,326 during the current 
fiscal year as shown in the table below: 

2007 2006
Program Revenues:
  Charges for Services 12,075$     9,160$         
  Operating Grants & Contributions 5,317        8,744          
General Revenues:
  Property Taxes 310,620    290,704      
  State Shared Revenues 8,338        7,619          
  Penal Fines 41,428      43,663        
  Unrestricted Investment Earnings 45,848      38,139        
Total Revenues 423,626    398,029      

Program Expenses:
   Public Library 473,952    349,884      

Change in Net Assets (50,326)$    48,145$       

 
Governmental activities.  All of the Community Public Library’s activities 
are “governmental”.  

 
For the most part, increases in expenses closely paralleled inflation and 
growth in the demand for services.   

 
Financial Analysis of the Government’s Funds 
As noted earlier, Pinckney Community Public Library used fund 
accounting to ensure and demonstrate compliance with finance-related 
legal requirements. 
 
Governmental funds.  The focus of Pinckney Community Public Library’s 
governmental funds is to provide information on near-term inflows, 
outflows, and balances of spendable resources.  Such information is useful 
in assessing Pinckney Community Public Library’s financing requirements.  
In particular, unreserved fund balance may serve as a useful measure of a 
government’s net resources available for spending at the end of the year. 
 
As of the end of the current fiscal year, Pinckney Community Public 
Library’s governmental fund reported total ending fund balance of 
$752,793 a decrease of $41,014 in comparison with the prior year.   
 
The general fund is the only operating fund of Pinckney Community Public 
Library.  At the end of the current fiscal year, unreserved fund balance of 
the general fund was $745,081.   
 
During 2007 there were no significant capital expenditures.  The fund 
balance of Pinckney Community Public Library’s general fund decreased 
by $41,014 during the current fiscal year, due to non reoccurring costs 
related to the library expansion plans, which have since been 
abandoned, due to the failure of the millage to support the plans.  
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General Fund Budgetary Highlights 
Differences between the original budget and the final amended 
expenditure budget were $92,463, and represented changes to the 
original spending plan, and additional appropriations. 
 
Capital Asset and Debt Administration  
Pinckney Community Public Library’s investment in capital assets for its 
governmental activities as of December 31, 2007, amounts to $312,976 
(net of accumulated depreciation).  This investment in capital assets 
includes land, buildings and equipment.  The investment decreased by 
$9,312 (net of depreciation expense). 

 
Details to the Library’s capital assets are continued in the notes to the 
financial statements on page 19. 

 
Long-term debt.  Pinckney Community Public Library has no outstanding 
long-term debt. 

 
Economic Factors and Next Year’s Budgets and Rates 
The Pinckney Community Public Library voter adopted millage rate for 
general operating purposes (1.000) was reduced again by the Headlee 
Amendment rollback to .9562.  These factors were considered in 
preparing Pinckney Community Public Library’s budget for the 2008 year.  
 
The operating millage approved by the voters in 2002, expires with the 
conclusion of the 2008 tax levy.  The Library is planning a vigorous 
campaign to renew this authorization. 
 
Requests for Information 
This financial report is designed to provide a general overview of Pinckney 
Community Public Library’s finances for all those with an interest in the 
government’s finances.  Questions concerning any of the information 
provided in this report or requests for additional financial information 
should be addressed to the Pinckney Community Public Library Director. 
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B A S I C   F I N A N C I A L   S T A T E M E N T S 
  



  
Governmental

Activities
ASSETS
Cash and Cash Equivalents $ 756,457           
Receivables-Taxes 7,712               
Capital Assets (Net of Accumulated Depreciation) 312,976           
        Total Assets  1,077,145        

LIABILITIES
Accounts Payable  8,889               
Accrued Liabilities 2,487               
        Total Liabilities 11,376             

NET ASSETS
Invested in Capital Assets, net of related debt 312,976           
Unrestricted 752,793           
        Total Net Assets $ 1,065,769        

PINCKNEY COMMUNITY PUBLIC LIBRARY
Statement of Net Assets

December 31, 2007

8
The notes to the financial statements are an integral part of this statement.
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Net (Expense)
  Revenue and 
   Changes in 

Operating Capital
Charges for Grants and Grants and Governmental

Expenses Services Contributions Contributions Activities
Functions/Programs
Primary Government:
   Governmental Activities:
        Public Library $ 473,952          $ 12,075            $ 5,317                      $ -                     $ (456,560)           

General Revenues:
   Property Taxes 310,620            
   Penal fines 41,428              
   State Shared Revenue 8,338                

    Unrestricted Investment Earnings 45,848              
        Total General Revenues and Transfers 406,234            

Change in Net Assets (50,326)            

Net Assets - Beginning 1,116,095         
 

 Net Assets - Ending $ 1,065,769         

Program Revenues
 Net Assets

PINCKNEY COMMUNITY PUBLIC LIBRARY
Statement of Activities

For the Year Ended December 31, 2007

9
The notes to the financial statements are an integral part of this statement.

POST, SMYTHE, LUTZ and ZIEL of Plymouth LLP - Certified Public Accountants



 

General Fund
ASSETS

Cash and Cash Equivalents $ 756,457            
Property Taxes Receivable 7,712                

 
Total Assets $ 764,169       

  
LIABILITIES AND FUND BALANCE  

Liabilities:
   Accounts Payable $ 8,889                
   Accrued and Other Liabilities 2,487                
           Total Liabilities $ 11,376         

Fund Balance:
  Reserved for Long Term Receivable 7,712                

     Unreserved 745,081
            Total Fund Balance 752,793

Total Liabilities and Fund Balance $ 764,169       

Fund Balance Modified Accrual $ 752,793
Amounts reported for governmental activities in the statement of net assets
   are different because:
Capital Assets used in governmental activities are not financial resources and,
  therefore, are not reported in the funds. 312,976

Net Assets of Governmental Activities $ 1,065,769

PINCKNEY COMMUNITY PUBLIC LIBRARY
Balance Sheet

Governmental Funds
December 31, 2007

10
The notes to the financial statements are an integral part of this statement.
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General Fund
Revenues

Property Taxes $ 310,620              
State Shared Revenues 8,338                  
Penal Fines 41,428                
Book Fines and Rentals 9,229                  
Interest 45,848                
Other 8,163                  

Total Revenues $ 423,626

Expenditures  
Accounting/Auditing 11,427                
Automation-Operating Expense 14,504                
Automation-Capital Outlay 12,362                
Bank Fees 67                       
Board Expenses 851                     
Books and Materials 19,614                
Audio Books 3,154                  
Insurance 6,134                  
Inter Library Loan 420                     
Janitorial 4,649                  
Legal 3,694                  
Library Supplies 2,809                  
Marketing and Promotion 10,623                
Membership and Dues 1,013                  
Music CD 820                     
Office Expense 7,286                  
Outside Services 16                       
Periodicals and Newsletters 2,096                  
Program Fund and Development 8,926                  
Repairs and Maintenance 9,088                  
Telephone and Communications 2,163                  
Training and Conferences 4,430                  
Utilities 7,454                  
Video Expense 6,966                  
Travel and Meetings 1,906                  
Payroll Expenses 238,692              
Miscellaneous 6,961                  
Capital Outlay - Abandoned Project 76,515

Total Expenditures  464,640

Excess (Deficiency) of Revenues 
  Over Expenditures (41,014)

Fund Balance, January 1 793,807

Fund Balance, December 31 $ 752,793

PINCKNEY COMMUNITY PUBLIC LIBRARY

Governmental Funds
For the Year Ended December 31, 2007

Statement of Revenues, Expenditures, and Changes in Fund Balances

11
The notes to the financial statements are an integral part of this statement.
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Amounts reported for governmental activities in the statement of activities (page 9) are
   different because:

Net change in fund balances - total governmental funds (page 11) $ (41,014)

(9,312)

Change in net assets in governmental activities (page 9) $ (50,326)        

Governmental funds report capital outlays as expenditures. However, in the
statement of activities the cost of those assets is allocated over their estimated
useful lives and reported as depreciation expense. This is the amount by which
capital outlays exceeded depreciation in the current period.

PINCKNEY COMMUNITY PUBLIC LIBRARY
Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balances

of Governmental Funds to the Statement of Activities
For the Year Ended December 31, 2007

12
The notes to the financial statements are an integral part of this statement.
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PINCKNEY COMMUNITY PUBLIC LIBRARY 
Notes to Financial Statements 

December 31, 2007 
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
 A. Reporting Entity 

 
 The Pinckney Community Public Library was formed in 1977 by adoption of 

resolutions of the Putnam Township Board and the Pinckney Village Board of 
Trustees.  The Library was accepted as a District Library, by the State of Michigan in 
1989, after the voters of the district approved an operating tax levy. 

 
 The Library serves the residents of the Village of Pinckney and Putnam Township in 

their entirety.   
 

In accordance with the provisions of the Governmental Accounting Standards 
Board’s pronouncements the financial statements of the Pinckney Community 
Public Library contain all the Library’s activities for which the Library is financially 
accountable and the nature and significance of their relationship with the 
District Library are such that exclusion would cause the Library’s financial 
statements to be misleading or incomplete. 

  
 B. Government-Wide and Fund Financial Statements 

 
The government-wide financial statements (i.e. the statement of net assets and 
the statement of activities) report information on all of the nonfiduciary activities of 
the primary government and its component units.   
 
The statement of activities demonstrates the degree to which the direct expenses 
of a given function or segment are offset by program revenues.  Direct expenses 
are those that are clearly identifiable with a specific function or segment.  
Program revenues include 1) charges to customers or applicants who purchase, 
use, or directly benefit from goods, services, or privileges provided by a given 
function or segment and 2) grants and contributions that are restricted to meeting 
the operational or capital requirements of a particular function or segment.  Taxes 
and other items not properly included among program revenues are reported 
instead as general revenues. 
 
Major individual governmental funds are reported as separate columns in the fund 
financial statements. 
 



PINCKNEY COMMUNITY PUBLIC LIBRARY 
Notes to Financial Statements 

December 31, 2007 
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – Continued  
 

C. Measurement Focus, Basis of Accounting and Financial Statement Presentation 
 

  The government-wide financial statements are reported using the economic 
resources measurement focus and the accrual basis of accounting.  Revenues are 
recorded when earned and expenses are recorded when a liability is incurred, 
regardless of the timing of related cash flows.  Property taxes are recognized as 
revenues in the year for which they are levied.  Grants and similar items are 
recognized as revenue as soon as all eligibility requirements imposed by the 
provider have been met.   

 
  Governmental fund financial statements are reported using the current financial 

resources measurement focus and the modified accrual basis of accounting.  
Revenues are recognized as soon as they are both measurable and available.  
Revenues are considered to be available if they are collected within 60 days of 
the end of the current fiscal period.  Expenditures generally are recorded when a 
liability is incurred, as under accrual accounting.  However, debt service 
expenditures, as well as expenditures related to compensated absences and 
claims and judgments, are recorded only when payment is due. 

  
  Property taxes and interest associated with the current fiscal period are all 

considered to be susceptible to accrual and so have been recognized as 
revenues of the current fiscal period.    All other revenue items are considered to 
be measurable and available only when cash is received by the Library. 

 
  Governmental Funds 
 
  The Library reports only a single major governmental fund: 
 
   The General Fund is the government's primary operating fund.  It accounts for 

all financial resources of the general government, except those required to 
be accounted for in another fund. 

    
  Restricted Resources 

 
  When both restricted and unrestricted resources are available for use, it is the 

Library’s policy to use restricted resources first, then unrestricted resources as 
needed. 



PINCKNEY COMMUNITY PUBLIC LIBRARY 
Notes to Financial Statements 

December 31, 2007 
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – Continued  
 
 C. Measurement Focus, Basis of Accounting and Financial Statement Presentation – 

Continued  
 
  Estimates 
 

The preparation of financial statements in conformity with generally accepted 
accounting principles requires management to make estimates and assumptions 
that affect certain reported amounts and disclosures.  Accordingly, actual results 
could differ from those estimates. 
 

D. Assets, Liabilities and Net Assets or Equity 
 

1. Deposits and Investments 

The Library's cash and cash equivalents are considered to be cash on hand, 
demand deposits and short term investments with original maturities of three 
months or less from the date of acquisition.  State statutes authorize the Library 
to invest in obligations of the U.S. Treasury, commercial paper of certain 
investment grades, and deposits of Michigan commercial banks. 

 
2. Receivables and Payables 

   The Library had taxes receivable as of December 31, 2007 which represents 
unpaid personal property tax collections.  No allowance for doubtful 
accounts has been established as the Library expects to fully collect these 
amounts.   
  

3. Capital Assets 

   Capital assets, which include property, plant, equipment, are reported in the 
government-wide financial statements.  Such assets are recorded at historical 
cost or estimated historical cost if purchased or constructed.  Donated 
capital assets are recorded at estimated fair market value at the date of 
donation.   The costs of normal maintenance and repairs that do not add to 
the value of the asset or materially extend assets lives are not capitalized.  
Major outlays for capital assets and improvements are capitalized as projects 
are constructed.   

 
   Property, equipment and furniture of the Library are depreciated using the 

straight line method over the following estimated useful lives: 
 
      Assets Years 
     Buildings 5-50 
      Equipment and Furniture 2-40 
    



PINCKNEY COMMUNITY PUBLIC LIBRARY 
Notes to Financial Statements 

December 31, 2007 
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – Continued  
 

D. Assets, Liabilities and Net Assets or Equity – Continued  
  
  4. Compensated Absences 
 
   Under current policy, employees are not permitted to accumulate unpaid 

“paid time off”. 
 

  5. Fund Equity 

   In the fund financial statements, governmental funds report reservations of 
fund balance for amounts that are not available for appropriation or are 
legally restricted by outside parties for a specific purpose.  Designations of 
fund balance represent tentative management plans that are subject to 
change. 

 
II. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS  
 

Explanation of Certain Differences Between the Governmental Fund Statement of 
Revenues, Expenditures, and Changes in Fund Balances and the Government-wide 
Statement of Activities  
 
The governmental fund statement of revenues, expenditures, and changes in fund 
balances includes a reconciliation between net changes in fund balances-total 
governmental funds and changes in net assets of governmental activities as 
reported in the government-wide statement of activities.  One element of that 
reconciliation explains that “governmental funds report capital outlays as 
expenditures.  However, in the statement of activities, the cost of those assets are 
allocated over their estimated useful lives and reported as depreciation expense.”  
The details of this ($9,312) difference are as follows: 

 
   Capital Outlay $ 12,362 
   Depreciation Expense  (21,674) 
    $ (9,312) 

  

 During 2007, the Library expended $76,515 in professional and other costs for the 
new Library facility. These plans were abandoned due to the failure of the millage 
proposal by the voters in 2007, and the costs have not been capitalized. 

 

III. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY  

A. Budgetary Information 

  The Library is legally subject to the budgetary control requirements of the State of 
Michigan P.A. 621 of 1978 (Uniform Budgeting Act).  The following is a summary of 
the requirements of this act: 



PINCKNEY COMMUNITY PUBLIC LIBRARY 
Notes to Financial Statements 

December 31, 2007 
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III. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY  – Continued 

 A. Budgetary Information – Continued 

  1. Budgets must be adopted for the General Fund. 
  2. Budgets must be balanced. 

3. Budgets must be amended as necessary. 
  4. Public hearings must be held prior to adoption. 
  5. Expenditures cannot exceed budget appropriations. 
  6. Expenditures must be authorized by a budget appropriation prior to being 

incurred. 
 

  The Library follows these procedures in establishing the budgetary data reflected 
in these financial statements: 

  1. Prior to December 1, the Library Director submits a proposed operating budget 
for the ensuing fiscal year commencing January 1.  The Board adopts the 
budget at the total fund level. 

  2. Public hearings are conducted at the Library to obtain taxpayer comments. 
  3. Prior to December 31, the budgets are legally enacted at the total fund level 

for the General Fund. 
  4. Formal budgetary integration is employed as a management control device 

during the year for all budgetary funds. 
  5. Budget appropriations lapse at year end. 

6. The Library does not employ encumbrance accounting as an extension of 
formal budgetary integration in the governmental funds. 

7. Budgeted amounts are reported as originally adopted, or as amended by the 
Library Board. 

8. In 2007, budget amendments were made and are reflected in the financial 
statements. 

 
B. Compliance with P.A. 621 of 1978 

1. Deficit Fund Balance 

 The Library has no funds with accumulated fund balance deficits. 
 
   2. Excess of Expenditures Over Appropriations in Budgetary Funds 

   During the year ended December 31, 2007, the Library incurred expenditures 
in excess of the amounts appropriated by $7,577.  

      
IV. DETAILED NOTES ON ALL FUNDS  
 
 A. Deposits and Investments   

  Under State law the Library is permitted to make deposits and invest in the 
accounts of federally insured banks, credit unions, and savings and loan 
associations that have offices in Michigan.  The Library is allowed to invest in 
bonds, securities, and other direct obligations of the United States or any agency  
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IV. DETAILED NOTES ON ALL FUNDS – Continued 
                               

A. Deposits and Investments – Continued 
 
or instrumentality of the United States; repurchase agreements; bankers' 
acceptances of United States banks; commercial paper rated within the two 
highest classifications, which mature not more than 270 days after the date of 
purchase; obligations of the State of Michigan or its political subdivisions, which 
are rated as investment grade; and mutual funds composed of investment 
vehicles that are legal for direct investment by local units of government in 
Michigan. During the year the Library invested in certificates of deposit issued by 
non Michigan banks, through a third party. The Library is in the process of divesting 
of these investments as they mature. 

   
  The Library's cash and investments are subject to several types of risk, which are 

detailed below: 

   Custodial Credit Risk of Bank Deposits 
   Custodial credit risk is the risk that in the event of a bank failure, the Library's 

deposits may not be recovered.  The Library does not have a deposit policy for 
custodial credit risk.  As of December 31, 2007, the Library's book balance of its 
deposits was $756,357; the total book balance was $756,457, due to $100 in 
cash on hand.  The bank balance was $758,002 which was exposed to 
custodial credit risk, as follows: 

      Bank  
      Balance  
   Insured by F.D.I.C. $ 651,015 
   Uninsured and Uncollateralized  106,987 
    Total $ 758,002 
 
  Interest Rate Risk 
  Interest rate risk is the risk that the value of investments will decrease as a result of a 

rise in interest rates.  The Library's investment policy does not restrict investment 
maturities, other than commercial paper which can only be purchased with a 
270-day maturity.  At year end, the average maturities of cash are as follows: 

             
         Weighted Average 

      Deposits   Fair Value   Maturity  
   Savings and Checking Accounts $ 328,002 Demand 
   Certificates of Deposit  430,000 96 days 
   
  Credit Risk 
  State law limits investments in commercial paper to the top two ratings issued by 

nationally recognized statistical rating organizations.  The Library has no investment 
policy that would further limit its investment choices.  As of year end, all deposits 
consisted of checking, savings and certificates of deposit which are not rated. 
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IV. DETAILED NOTES ON ALL FUNDS – Continued  

 B. Capital Assets 

  Capital asset activity for the year ended December 31, 2007 was as follows: 
    

 

Beginning Ending 
Governmental Activities: Balance Additions Deletions Balance

Capital Assets, not depreciated:
  Land $ 10,001           $ -                    $ -                    $ 10,001           

10,001           -                    -                    10,001           

Capital Assets, being depreciated:
  Building and Improvements 301,978         -                    -                    301,978         
  Equipment and Furniture 142,741         12,362           -                    155,103         

444,719         12,362           -                    457,081         
Less: Accumulated Depreciation:
  Building and Improvements (73,874)         (6,428)           -                    (80,302)         
  Equipment and Furniture (58,558)         (15,246)         -                    (73,804)         

(132,432)       (21,674)         -                    (154,106)       
Governmental Activities
Capital Assets, net $ 322,288         $ (9,312)           $ -                    $ 312,976         

Depreciated expense was charged to functions of the Library 
as follows:

Public Library $ 21,674           

 
C. Property Taxes 

    
   As of December 31, 2007 the Library was permitted to levy the following taxes: 
 
            Less:     
      Required Maximum  2006 
               Date of        Maximum   Reductions Allowable   Tax 
   Source    Purpose   Authorization Authorized (State Law)   Millage     Levy      
   Voted  Operating 08/2002 1.0000 mills (.0438)        .9562 .9562  
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IV. DETAILED NOTES ON ALL FUNDS – Continued 
 
  D. Fund Balance 
 
   A detailed description of fund balance reservations and designations for the 

operating fund as of December 31, 2007 is provided below: 
 
    Reserved for Long Term Receivable $ 7,712 
    Unreserved: 
     Designated for Building & Technology  558,221   
     Designated for Other Capital Projects  50,000 
     Undesignated  136,860 
     $ 752,793 
 
V. OTHER INFORMATION 
 
  A. Employee Retirement Systems and Plans 
 
   The Library does not maintain a retirement plan for its employees. 
 
  B. Risk Management 
 
   The Pinckney Community Public Library is exposed to various risks of loss related to 

torts; theft of, damage to, and destruction of assets; errors and omissions; injuries to 
employees; and natural disasters.  The Library maintains commercial insurance 
coverage covering each of these risks of loss.  Management believes such 
coverage is sufficient to preclude any significant uninsured losses to the Library.  
Settled claims have not exceeded this commercial coverage for the past three 
fiscal years. 

 
  C. Land Purchase 
 
   In April of 2007 the Library entered into an agreement to purchase property for a 

future library site.  The purchase price is $65,000 per acre, and the Library may 
purchase between 5-6 acres.   
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Variance-
Original Final Favorable
Budget Budget Actual (Unfavorable)

Revenues:
   Property Taxes $ 265,000         $ 310,534         $ 310,620         $ 86                     
   State Shared Revenues 8,000             8,338             8,338             -                        
   Penal Fines 45,000           41,428           41,428           -                        
   Book Fines and Rentals 8,850             9,000             9,229             229                   
   Interest 15,000           33,424           45,848           12,424              
   Other 3,265             8,966             8,163             (803)                  
      Total Revenues 345,115         411,690         423,626         11,936              

Expenditures:
   Accounting/Auditing 9,400             11,374           11,427           (53)                    
   Automation-Operating Expense 18,000           18,000           14,504           3,496                
   Automation-Capital Outlay 18,000           18,000           12,362           5,638                
   Bank Fees 100                100                67                  33                     
   Board Expenses 1,000             1,000             851                149                   
   Books and Materials 20,000           25,000           19,614           5,386                
   Audio Books 5,000             5,000             3,154             1,846                
   Equipment Rent 100                100                -                     100                   
   Insurance 21,000           8,000             6,134             1,866                
   Interactive Books 250                100                -                     100                   
   Inter Library Loan 1,000             500                420                80                     
   Janitorial 4,200             4,200             4,649             (449)                  
   Legal 1,500             2,500             3,694             (1,194)               
   Library Supplies 2,000             3,000             2,809             191                   
   Marketing and Promotion 7,000             10,000           10,623           (623)                  
   Membership and Dues 600                750                1,013             (263)                  
   Music CD 1,000             500                820                (320)                  
   Office Expense 8,000             7,200             7,286             (86)                    
   Outside Services 100                100                16                  84                     
   Periodicals and Newsletters 2,000             2,500             2,096             404                   
   Program Fund and Development 6,000             10,000           8,926             1,074                
   Repairs and Maintenance 8,000             8,500             9,088             (588)                  
   Subcontractors 500                500                -                     500                   
   Telephone and Communications 2,000             2,000             2,163             (163)                  
   Training and Conferences 3,000             3,500             4,430             (930)                  
   Utilities 6,500             6,600             7,454             (854)                  
   Video Expense 8,000             8,000             6,966             1,034                
   Travel and Meetings 2,000             2,500             1,906             594                   
   Payroll Expenses 198,350         239,539         238,692         847                   

    Miscellaneous 10,000           8,000             6,961             1,039                
   Capital Outlay - Abandoned Project -                     50,000           76,515           (26,515)             
      Total Expenditures 364,600         457,063         464,640         (7,577)               

Excess (Deficiency) of Revenues 
  Over Expenditures $ (19,485)        $ (45,373)        (41,014)         $ 4,359              

Fund Balance, January 1 793,807         

Fund Balance, December 31 $ 752,793         

For the Year Ended December 31, 2007

PINCKNEY COMMUNITY PUBLIC LIBRARY
Statement of Revenues, Expenditures and Changes in Fund Balance

Budget and Actual
General Fund
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The notes to the financial statements are an integral part of this statement.
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April 22, 2008 
 
 

Board of Trustees 
Pinckney Community Pubic Library 
Pinckney, Michigan 
 
Our audit of the financial statements of Pinckney Community Public Library for the year 
ended December 31, 2007 has been completed and was conducted in accordance 
with generally accepted auditing standards which require that we determine that 
existing internal controls, accounting procedures and accounting records are 
adequate to allow us to express an opinion on the financial statements of the Library.  
The scope of our audit is not intended to be a detailed review of all systems and 
procedures; therefore, this report should not be considered all inclusive. 
 
Investments 

During 2007, the Library held investments made through a third party professional 
advisor that were not in compliance with State investment statutes.  Specifically the 
investments were in FDIC insured certificates of deposits of banks not located in 
Michigan.  The Library is in the process of divesting of these investments, and has put 
procedures in place to prevent reoccurrence. 

  
 Accounting Software 

The Library uses a low cost “off the shelf” accounting program to accomplish accounts 
payable and general ledger activities.  We suggest that the Library consider software 
designed specifically for governments. 
 

We appreciate the courtesy extended to us by you during the course of our 
examination.  We would be pleased to provide additional assistance if you desire. 
 
 
      Sincerely, 

       
      Post, Smythe, Lutz and Ziel of Plymouth LLP 
      Certified Public Accountants 
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  Susan H. Bertram, C.P.A. 
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April 22, 2008 
 
 

Board of Trustees 
Pinckney Community Public Library 
Livingston County, Michigan 
 
In planning and performing our audit of the financial statements of Pinckney 
Community Public Library as of and for the year ended December 31, 2007, in 
accordance with U.S. generally accepted auditing standards, we considered Pinckney 
Community Public Library’s internal control over financial reporting (internal control) as 
a basis for designing our auditing procedures for the purpose of expressing our opinions 
on the financial statements, but not for the purpose of expressing an opinion on the 
effectiveness of the Library's internal control. Accordingly, we do not express an opinion 
on the effectiveness of the Library's internal control.  
 
Our consideration of internal control was for the limited purpose described in the 
preceding paragraph and would not necessarily identify all deficiencies in internal 
control that might be significant deficiencies or material weaknesses. However, as 
discussed below, we identified a deficiency in internal control that we consider to be a 
material weakness. 
 
A control deficiency exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned 
functions, to prevent or detect misstatements on a timely basis. A significant deficiency 
is a control deficiency, or combination of control deficiencies, that adversely affects 
the entity's ability to initiate, authorize, record, process, or report financial data reliably 
in accordance with generally accepted accounting principles such that there is more 
than a remote likelihood that a misstatement of the entity's financial statements that is 
more than inconsequential will not be prevented or detected by the entity's internal 
control.  
 
A material weakness is a significant deficiency, or combination of significant 
deficiencies, that results in more than a remote likelihood that a material misstatement 
of the financial statements will not be prevented or detected by the entity's internal 
control. We believe that the following deficiency constitutes a material weakness. 
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Board of Trustees 
Pinckney Community Public Library 
April 22, 2008 
Page 2 
 

 
The Library does not have procedures in place nor an employee with sufficient skills to 
prepare financial statements and record transactions in accordance with U.S. 
Generally Accepted Accounting Principles. 
 
This communication is intended solely for the information and use of management, the 
Board of Trustees of the Pinckney Community Public Library, and the State of Michigan 
Department of Treasury, and is not intended to be and should not be used by anyone 
other than these specified parties. 
 
 
      Sincerely, 

 
      Post, Smythe, Lutz and Ziel of Plymouth LLP 
      Certified Public Accountants 
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